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SUBJECT* Trends in the International Rubber Situation 


1® Tie rubber e cono , "j.cs' o f So utheast Asia® The 1 . i oor trince 
oi‘ rubber exports in the economies of several nations in southeast ‘Sia 
is indicated by the i'ollovri. j.- data* 


TiBLE, 1 

Rubber Bxporta as a Percentage of Country ® 3 Total Exports 


Country 

1952 

22& 

195 h 

12%. 

' 'al-v/a 


55 

51i 

6 W 

Indonesia 

hS 

32 

31 

)|6 

Thailand 

15 

12 

15 


Ceylon 

25 

22 

16 

18*/ 


*/ Preliminary firure based on first six month®. 


T IB Lb 2 

U3 Natural Rubber Imports in 1955 as a Percentage*/ of 
Total US Imports from Selected Countries 


Vietnam* Laos, and C&r.bodia 97$ 
Thailand ^5% 
Indonesia 70% 
Malaya 58% 
Cuylon 26 % 
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TftBLS 3 

Selected Date on World Rubber Production 


'btural Rubber 
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Synthetic lubber*/ 
United States 
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*/ production in non®31oc countries.-. 


f> of World 9 s 
natural rubber 

in 1955 


3U.t 
39 ®3 
7*1 
5,3 



2 0 Po st- World War IX trends in tee world rubber market* The 
adjURtr.ent of world rubber supply" to dariand in "the postwar period has 
been highly unsatisfactory to both consumers and pro lucers 5 natural 
rubber prices have fluctuated widely between a low of 17 ^/lb in 19li9 
and a high of 59^/lb in 1951 vdth highly disrupting effects on the 


TABLE U 


Average Cew York Hatural Rubber Prices 




(Cents/pound) 



19l±6 - 

22,50 

1950 - lilolO 

1 951i 

*» 23,6li 

19U7 - 

20„97 

1951 - 59,07 

1955 

« 39#lli. 

191+3 - 

22,01 

l '52 » 33,57 

Dec 1955 

» li9o33* 

19ii9 - 

17,56 

1953 - 2Uo23 

June 1956 

-(30o0of 


V The b SSI returned to the world natural rubber market in 
the la tt r half of 1955 q 
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economies of the natural rubber producing n-itions. The underlying 
conditions nre: (% the total world, demand Cor rubber is increasing 
at a moderate rate, (b) the natural rubber supply is remaining stable or 
increasing' at a very slow rate, and, (c) the synthetic rubber production 
and sup ;ly is increasing at a rapi i rate, especially in the United 
Spates. As the dynamic factor on the supply side, the rate of increase 
in synthetic rubber production (vis-a-vis the rate of increase in total 
de:<and) is a crucial factor in t .rice dutermin- tion and hence has 
obvious broad economic and political irnplications; the 17#/lb low in il<?li9 
resulted fro-: an especially rapid increase in synthetic rubber production 
and tiie $9 if lb high resulted from a slow supply adjustment to a rapidly 
increased deicand derived from the Korean war. The sharp dotmward trend 
in prices in 1956 is primarily the result of a another rapid expansion of U5 
synthetic rubber production in 1955 and early 19% » 

3 ° The current problem foil idle natural rubber pro d ucing areaa<> 

In spite oi^the outlook for' growing total de .and for rubber, the natural 
rubber producing nations of suutheast Asia arc now seriously concerned 
over their future prospects. The principal cause for concern is tbs planned 
rapid rate of increase in world, and particularly US, production of 
synthetic rubber. Tliis trend was outlined in rather sharp detail by 
the President in a message to the Congress on 30 April 1956 o t/ 
the 0DTT data supporting the President's message indicate prospects for a 
substantial surplus*^/ of rubber prp notion — synthetic and crude — over 
the next few years with further strong pressure to drive natural rubber 
prices down toward the orice of synthetics (now about 25’tf/lb) and 
perhaps even to reduce the price of synthetics. The situation is further 
complicated by the possible commercial production in the US of oolyisoprane, 
a synthetic duplication of the natural rubber molecule. This could 
remove co ipletely the requirement for natural rubber, which is now 
used in heavy duty rubber products and which currently comprises about 
1*0 percent of total US rubber consumption,, 


*/ 3i*th Congress, 2d session, house' of Representatives , Boucnent Uo 0 391. 
**/ See Appendix A, especially p-ras® 2 and 3o 
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ii. In either of these situations, countries now highly dependent 
on rubber exports would be caught in a particularly difficult squeeze by 
a orolonged oeriod of lower rubber prices and significantly reduced 
foreign exchange earnings. They therefore, face the prospect of 
becoming increasingly less able to finance the economic development 
necessary to modernise and diversify their economies at 'the same time 
that the need for such development is becoming even more urgent. An 
external scapegoat is a practical necessity for local political leaders. 


Southeast Asian reaction. The short run effects have appeared 
in the'fbm”of” sharply reduced rubber prices and reducod foreign exchange 
Gamings. This followed the rapid increase in synthetic rubber production 
and aggressive export policies by US companies in combination with the 
30 AprVl message of the President on rubber. Ualaya, Singapore, and 
Indonesia reacted by announcing their intention to seek export markets 
for rubber in Communist China. Moreover, the President’s message has 
been interpreted in Indonesia aa an ” attempt to depress prices still 
further” and the conclusion has been drawn that the US is looking^ 
toward self sufficiency in rubber. Prime Minister All of Indonesia 
expressed the hope on 20 ’lay that agreement would be reached to regulate 
the production of synthetic’ and natural rubber and that the US would 
adjust synthetic production to actual needs. These reactions are 
likely to become more sharp and US relations with Southeast Asia 
further complicated in the event that natural rubber or ices continue 
to decline due to increased production of synthetics. Govt-mmonts in 
this area particularly that of Indonesia, are not likely to make any 
distinction between the policy of US private enterprise and the US 
government and they will tend to feel that the US has been insensitive 
and unsympathetic to their economic problems. 


6„ If this situation continues there is no assurance that the 
USSR will not significantly increase its spot rubber purchases, either 
directly or through Communist China or the European Satellites. 

Although there are no firm data on the Soviet rubber position, it is 
believed that part of the Soviet current rubber needs have been met since 
1953 by reducing the natural rubber stockpiles. Because of this and 
the : rowing USSR needs for various kinds of rubber, there is a better 
than even chance that the USSR will further increase its natural rubber 
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acquisitions in the near future. After returning to the rubber market 
in 1955* the Soviet Union purchased at the rate of about 5*000 tons oer 
month and subsequently in 1956 increased this rate to the Present 7,000 
to >-*000 tons per month. 


7* It is probable that future Bloc purchases will be vade in a 
cobi ration of timing, form, and placement that Hill maximize political 
advantage, Purchases might be deferred until the situation has 
deteriorated further in order to attempt to ;lr?matize the Bloc rescue, 
or might oe hastened to buttress the argument that trade with the Bloc is 
advantageous. Bartering economic development goods for rub: r -i-ht 
have considerable appeal under some circumstances. Although data are 
as yet inconclusive, the fact that sore 1*0 percent of Chinese rubber 
imports are transshipped tc the Sovi-.-t nion might indicate ore 
general Bloc efforts to undermine C'^ncom controls on a general front or 
to establish Communist Cnina as tne hub of trading relationships in Asia. 


25X1 A9a 
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APPENDIX A 


Brief Background 


on US Synthetic Rubber Production* 


The United 


States* which consumes about 35' of the world" s natural rubber and 
produces over 90 ;> of the ncn-iiloc synthetic rubber -production,, has an 
obvious and powerful impact on the world rubber market* After the sal® 
of 24 of the 2? governBient-ovmad synthetic rubber plants to private 
industry (in ©arly 1955)® t’e (US) output of nymthetics was pushed to 
alltlme records® and r JS exports of S«-typa and butyl rubbers for the 
first tins in peace began to influence the demand for natural rubber 
in other countries* Synthetic rubber production In the If S increased 
from 620 thousand long tons in 1954 to 910 thousand in 1955® and 
accounted for about 60 percent ©f US rubber needs in 1955* US 
synthetic rubber export;; increased from 30 thousand, long tens in 1954 
te 93 thousand in 1955., and in early 1956 wore moving at an even highar 
rata* Tha remaining three gov®rnment=ow3;ied plants were sold to private 
industry in early 1956 } and the Special Commission for Rubier Research* 
a subsidiary of the Rational Science Foundation* has reeoiransndod the 
transfer or sale or related government research laborator3.es to 
universities or other agencies "after June 1956 0 ,{ The role of the US 


government henceforth will be: confined to the maintenance cf f % stockpile 
of natural rubber adequate to supply military and essential civilian 


requirements during emergency notwithstanding interruptions: of supply 0 W 
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2o US Industry Xane a The production plans for synthetic rubber 
by TJS privets in<iustry are of two types? expansion of production of 
existing synthetics, and the development of pclyieoprene the dupli« 
cation of the natural rubber molecule « On 30 April 1956, the President in 
a message to Congress, summarised the former plan 3 as follows: 


According to the estimates prepared by the ODri Ad Hoc Rubber 
Committee,* total US requirements for new rubber (natural and 
synthetic; may by I960 reach a level of about 1,700,000 long tons 
annually o As ol December 31, 1955, the US productive capacity for 
synthetic rubber was already more than 1,250,000 tons 0 By January 
3.958 reported planned expansions would bring synthetic capaeiiy 
to about 1,700,000 long tons or equal to total new rubber 
requirements for both synthetic and natural, as estimated for l?60 o 
(Underlining adds do.) 


Some Implications of the p lans a Although the full dynamics 
of the developing situation eannot be predicted at this time, the broad 
outlines of the market forces can be inferred from the data presented 
in the 30 April 1956 Presidential Message to the Congresso 


fto Total US consumption of rubber (synthetic and natural), 
according to the (US) Rubber Manufacturers Association estimate 
cited by the President, has reached a plateau, and consumption will 
be “lower in 1956 and 1 95/ and (will) thereafter increase above 
the 1955 levelo" 


* ThiB committee comprised staff members from Commerce, Defense, 

Interior, Treasury, the Rubber Producing Facilities Disposal Commission, 
and the Rational Science Foundation,, ) 
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b« ^jwevdr, 'IS synthetic rufc':>er production capacity Is to m 
increased ..from about 1*250,000 long tons on 31 a®ce*ib«:.- 1951? Is « 
planned total of 1,700*000 long tons by 1 January Ass a 

limiting condition., if tills planned capacity is attained and 
utilised, and :lf I3J1 domestic demand using IjD percent nrfriral 
rubber increases by no more than ia anticipated, by the 031, the IS 
in 19.58 will hive a synthetic rubber surplus of some 763 thousand 
long tona P The combination of (a) and (b) has almost !• alvnc price® 
©liwse January 1 956, and :.n the absence of restraining (influences 
trill continue to depress natural rubber prices in the 1 m Xczte 
market toward the price of synthetic rubber (now 25 p/11 ) 0 

•:s« Provided the T tS consumption of natural rubber remains hO 
percent of the total as assumed by the OB -A data, the export surplus 
ef 7 $3 thousand long tone will be acre than double the 37$ thousand 
ton estimate by 0011 fer '’potential foreign us® of synthetics e * 

(See Table A-l.) Uorecvur, this US synthetic rubber surplus uill 
be auanented by som 60,(13) tons cf exports from Caueclm, by Gtmai 
synthetic pro faction of at least 10,000 tons, by 1*0,000 to ®0 8 000 
ton planned capacity in the UK by 1958, and by possible synthetic 
production elsewhere in : .crops 0 On the other hand. If the iO^peresm v* 
r.iatural«nibber proportion is not maintained, natural rubber to ports 
by the US will obviously decline so long as total const anptlcn remain.'* 
stable n 
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TABLE A~1 

Potential world rubber position . 1 .->56-60 
thousands of long ton®/ 



'florid pro® 

TTnitad States 
consumption 

Natural for 

y 

New rubber 
foreign 

1/ 

Potential 
foreign ust 

Year 



foreign con® 

consumption 

of synt^et 


dust ion 
natural 
rubber 

Synthetic 
and natural 

IjD percent 
natural 

£/ 

sumption 

H 



1956 

1957 
1?58 

1959 

1 960 

1,830 

X # 8i*0 

1,8?0 

1,860 

1,870 

i.usfo 

1,509 

1,562 

1,616 

1,673 

583 

6 ol * 

625 

61*6 

669 

1,21*7 

1,236 

1,225 

1,21!* 

1,201 

V *24 

i»5lo 

1,600 

1,696 

1,798 

XT f 

27k 

375 

1*82 

597 


1 / Excluding consumption of synthetic rubber in Iron Curtain countries . 

2 J These projections assume that volume production of polyisoprena will not 
“ / develop during this periodo 
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ho The second major threat seen by the natural rubber producers is 
that polyisoprane, the n:w synthetic reproduction of the natural rubber 
molecule, will in a few year:; emorge fro n lt 3 prasont pilot plant stage 
and largely displace natural rubber in the TIG markets and perhaps 
other markets, Although the initial price of polylaoprano will probably 
be about Bfy/lb in contrast to the present 30 ji/lo price of natural 
rubber, it is anticipated that the price will fall significantly when 
developmental costa aro written off and when large scale production is 

attained. President Eisenhower on 30 April 1?56 outlined the ITS position 
as follows t 


Inasmuch as the U5 already has an adequate stockpile of natural 
rubber, there is, in this connection, no immediate security problem. 
In the long man, however, maintenance of secuiity would be vastly 
simplified if wo could «=« if need be =«*> produce types of rubber 
domestically whic v > could take tho place of natural rubber in large 
trucks, bus, and airplane tires. The nawly synthesized rubbers 
hold this promise. 

It is believed that we can rely on tho private synthetic rubber 
industry to move from laboratory synthesis to commercial production 
oi synthetic ''natural" rubber. Pilot plants are already bsin- 
constructed on private initiative. The nature of tho problems which 
Jiiay arise when quantity production is contemplated is as vet 
undefined. 
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